Figure 1.3. Emerging Market Conditions

Emerging markets were hard hit by the escalation of the financial crisis. Equity prices
plummeted, spreads widened sharply, and new securities issues were curtailed.
Policy rates were lowered in response to weakening economic prospects, although
less aggressively than in mature markets in view of concerns about presure on the

external accounts from a reversal in capital flows.

600 - Equity Markets - - Interest Rate Spreads -1600
- (2001 = 100; R (basis points)

500 national currency) _ United States

- - BB -1200
400- -

__ i Sovereign' - 800
200 - Corporate?

- - - 400
100 .

0-900205 04 05 06 07 Apr. 200203 04 05 06 07  Apr’

09 09

250 - New Issues3 Private Credit Growth 40

957 (billions of U.S. dollars)

~ (twelve-month percent change)

2
- Western Hemisphere - -32
2007 = Middle East © Eastemn )
175- Europe - E
- mmAsia - urope -24
150 Africa - -
- 16
= ) -8
B Latin ;
America
0
2002 03 04 05 06 07 Feb_.8
Q1 09
o - Nominal Policy Rates - Real Policy Rates? iy
_ (percent) _ (percent) )

_ - - Latin -
16 Latin America 6
- America - -
12- - - -4
R R Asia B

Eastemn
8- E Europe - - -9
4- Asia _ 0
_ _ Eastew _
1 1 1 1 1 1 1 1 1 1 1 EIJlrOpe 1 1
0 2003 04 05 06 07 Mar. 2003 04 05 06 07 Feb.'2
09 09

Sources: Bloomberg Financial Markets; Capital Data; IMF, International Financial

Statistics; and IMF staff calculations.
1JPI\/Iorgan EMBI Global Index spread.
2 JPMorgan CEMBI Broad Index spread.

3Total of equity, syndicated loans, and international bond issuances.

4Relative to headline inflation.



